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Marchant, Robert

From: Templeton, Carrie

Sent: Monday, August 30, 1999 3:34 PM
To: Marchant, Robert

Subject: drafting request

Rob:

Senator Erpenbach would like to request the following piece of legislation to be drafted pertaining to credit unions. The
Senator would greatly appreciate receiving this draft no later than September 8, if at all possible.

This legislation would be the same language as that included in the Senate version of the 1999-2001 Biennial Budget with
the following deletions and one addition:

e Delete all UBB provisions

Delete any provision that takes away legislative authority

Delete any provision that takes away rule-making authority

Add in section that discusses the selling or purchasing of assets to specify these are financial assets. Language as
_ follows: Authorizes credit unions to sell any of its financial assets and, with prior approval of the regulator, purchase

. financial assets of another lender or seller.

Thank you in advance for your reply to our request. Please feel free to contact me at 6-6670 or via email if you have any
questions or if | can provide further information. v

Sincerely,
Carrie

Carrie Templeton

Office of Senator Jon Erpenbach
27" District

State Capitol-Room 20S

Phone: 6-6670

Fax: 6-2508
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application of agriculture, trade and consumer protection statutes to credit

unions; requiring the exercise of rule-making authority and providing a

penalty.

Analysis by the Legislative Reference Bureau

This bill makes numerous changes to the chapter that governs the formation,
operation and regulation of credit unions in this state. These changes include the
following: '
Credit union membership

Under current law, credit union membership must be open to groups having a
common bond of occupation or association; residents within a well-defined
neighborhood, community or rural district; employes of related industries or
industries that operate within a well-defined neighborhood, community or rural
district; members of certain fraternal, labor, educational or other similar
organizations and credit union employes. Furthermore, credit union membership
must be open to the immediate family of all individuals who are qualified for
membership. Current law defines “members of the immediate family” as any
relative of a member or of a member’s spouse who is living with the member and as
the member’s spouse, parents, stepchildren and children. In addition, current law
permits a credit union to accept an organization or association as a member, if a
majority of the members of the organization or association are eligible for
membership.
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This bill expands the pool of individuals, organizations and associations that
are eligible for membership in a credit union. Under this bill, credit union
membership must be open to individuals Wt Yeside or are employed in
neighborhoods, communities, rural districts or multicounty regions, unless the office
of credit unions determines that it is impractical for the particular credit union to
serve the area in which the individuals reside or are employed. Furthermore,
membership must be open to employes of industries that operate at least one facility
within a neighborhood or within an urban, suburban or rural community, the limits
of which are not determined by any arbitrary physical standard. This bill repeals the
definition of “members of the immediate family” and requires the board of directors
of each credit union to establish a policy for determining which individuals qualify
as members of the immediate family for the purposes of determining membership
eligibility. In addition, this bill permits any organization or association that has a
business location within any geographic limits of a ,credit union’s field of
membership, as well as any credit union service corporationyto become a credit union
member. This bill also permits a credit union to accept any other organization or
association as a member, if a majority of the directors, owners or members of the
organization or association are eligible for membership.

Credit union powers

Currently, to the extent permitted by federal law, a credit union may act as
trustee of member tax deferred funds and as a depository for member—deferred
compensation funds. This bill expands this authority, allowing a credit union, to the
extent permitted by federal law, to act as a trustee or custodian of member tax
deferred retirement funds, individual retirement accounts, medical savings
accounts and other employe benefit accounts or funds. In addition, this bill allows
a credit union, to the extent permitted by federal law, to act as a depository for
member qualified and nonqualified deferred compensation funds.

Under current law, funds held in trust u rlal agreement (commonly
known as a funeral trust) must be deposited 1? , savings bank, savings and
loan association or credit union. This bill clartfies that a credit union may accept
these deposits if the deposits are made by a credit union member.

Currently, with certain exceptions, a credit union may purchase, hold and
dispose of property as necessary for or incidental to credit union operations. With
certain exceptions, this bill specifies that a credit union may discount or sell any of
its mortgages, notes or other similar financial assets and, with the approval of the
office of credit unions, may purchase the similar assets of another lender or seller.
Branch offices of Wisconsin credit unions

Under current law, if the need and necessity exist, a credit union may establish
branch offices within this state or no more than 25 miles outside of this state. In
addition, if certain conditions are met, a credit union may establish a limited service
office outside of this state to serve members of the credit union. A credit union
seeking to establish a branch office or limited service office must first obtain the
approval of the office of credit unions.

This bill expands the authonty of a credit union to estabhsh branch offices.
Under this bill, with the permission of the office of credit unions, a credit union may
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establish branch offices anywhere inside or outside of this state. This bill repeals the
authority for a credit union to establish a limited service office, although a credit
union may continue to operate a limited service office that is in existence on the
effective date of this bill.

Branch offices of }(on—Wisconsin credit unions

Current law does not permit a credit union organized under the laws of another
state (non—Wisconsin credit union) to establish a branch office in this state. This bill
permits a non—Wisconsin credit union to establish a branch office in this state if the
office of credit unions finds that certain conditions apply to the non—Wisconsin cretzf;it
union. For example, the non—Wisconsin credit union must be organized under laws
similar to ch. 186, must be financially solvent and must have federal insurance for
member deposits. In addition, the office of credit unions must find that credit unions
organized under the laws of this state are allowed to do business under similar
conditions in the home state of the non—Wisconsin credit union.

Interstate mergers and acquisitions of credit unions

Under current law regarding interstate mergers and acquisitions of credit
unions, a credit union organized in this state may only merge with, acquire or be
acquired by a state or federal credit union that has its principal office in Illinois,
Indiana, Iowa, Kentucky, Michigan, Minnesota, Missouri or Ohio. This bill repeals
this geographic limitation on mergers and acquisitions of credit unions and, thus,
expands the number of credit/unions that are eligible to merge with, acquire or be
acquired by a credit union@organized in this state.

Credit union reports

Current law contains several credit union reporting requirements and, with
certain exceptions, requires the office of credit unions to annually examine the
records and accounts of each credit union. The employes of the office of credit unions
and members of the credit union review board must keep information obtained in the
course of examinations confidential, with limited exceptions. A violation of this
confidentiality requirement is subject to a forfeiture of up to $200.

This bill expands the confidentiality requirement to also include information
contained in certain reports that a credit union provides to the office of credit unions.
In addition, this bill specifies that, with certain exceptions, any employe of the office
of credit unions or member of the credit union review board who discloses any
information about the private account or transactions of a credit union or who
discloses any information obtained in the course of an examination is subject to. 2 fine
of not less than $1 9& nor more than $1,000, imprisonment for not less than ﬁ/ﬁ?}onths
nor more than § Rfears or both and may be required to forfeit his or her office or
position.

Definition of “credit union”

This bill deletes the requirement, currently contained in the definition of
“credit union”, that a credit union be incorporated to encourage thrift, create a source
of credit at a fair and reasonable cost and provide an opportunity for credit union
members to improve their economic and social conditions. Under this bill, “credit
union” means a cooperative, nonprofit corporation, incorporated under ch. 186.
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Credit union bylaws

This bill reduces the information that a credit union must include in its bylaws.
Under this bill, a credit union is no longer|required to include a provision describing
the credit union’s method for receipting money paid on accounts or a provision
describing the conditions on which accounts may be paid in, transferred and
withdrawn. Thus, this bill allows a credit union to alter its method of operation with
regard to these subjects without amending the credit union bylaws.

Other changes

Current law specifically requires any officer or employe of a credit union who
sells credit life insurance or credit accident or sickness insurance on behalf of the
credit union to pay to the credit union all commissions received from the sale. This
bill clarifies that an officer or employe of a credit union must pay to the credit union
all commissions received from the sale of any authorized insurance product sold on
behalf of the credit union.

In addition, currently it is a Class A misdemeanor if a person, with intent to

Under this bill, any person who knowmgly pubhshes false reports or makes false
statements about a credit union may be fined not less than $1,000 nor more than
$5,000, imprisoned for not less than one year nor more than 15 years, or both.

Under current law, credit unions are subject to the provisions of chs. 93 to 100
(agriculture, trade and consumer protection statutes) that apply to businesses
generally. Banks, savings banks and savings and loan associations are specifically
exempted from the definition of “business” that applies in the agnculture, trade and
consumer protection statutes. This bill specifically exempts credit unions from this
definition, as well.

For further information see the state fiscal estimate, which will be printed as
an appendix to this bill.

The people of the state of Wisconsin, represented in senate and assembly, do

lp“;;@ *ﬁﬂ enact as follows:
3 Bw 4

@ SECTION 4?*186.113 7 )Jof the statutes is amended to read: ;
186.113 (7) CONDITIONAL SALES CONTRACTS. Purchase Notwithstanding sub. (25)

(b). purchase or acquire conditional sales contracts or similar instruments executed

by credit union members.

: J
5 SECTIONat 186.113 (25) of the statutes is created to read:
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SECTION 2
1 186.113 (25) SALE AND PURCHASE OF ASSETS THAT ARE FINANCIAL IN NATURE. (a)

. v v v
2 Subject to ss. 186.18, 186.31 and 186.41, discount or sell any of the following credit

3 union assets:
4 1. Notes.
5 2. Mortgages.
6 3. Any other similar assets that are primarily financial in nature.
7 (b) With the prior approval of the office of credit unions and subject to ss. 186.3 1/
8 and 186.41, purchase any of the following assets of another lender or seller:
1. Notes.
2. Mortgages.

3. Any other similar assets that are primarily financial in nature.
7 SECTIONg: 186.235 (8)Jof the statutes is amended to read:
13 186.235 (8) RULES. The office of credit unions shall, with the approval of the
14 credit union review board, promulgate rules relating to the business of credit unions.

15 The rules shall include all of the following:

a) A list of the assets that a credit union may discount or se rs. 186.113
J
25) (a).
(b) Alist of the assets that, with the prior approval of the office of credit unions,

v
a credit union may purchase under s. 186.113 (25) (b).

SECTION 4 Nonstatutory provision.

21 (1) No later than the first day of the 6th month beginning after publication, the
22 office of credit unions shall submit in proposed form the rules governing the discount,

23 sale and purchase by a credit union of assets that are financial in nature under s.
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SECTION 4

(24) and /s
186.113/(25)fand (26) of the statutes, as created by this act, to the legislative council
staff under section 227.15 ( 1)\/of the statutes.

(END)
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?
hECTION ¥926y®. 93.01 (1m) of the statutes is amended to read:

3
4 93.01 (1m) “Business” includes any business, except that of banks, savings

banks, credit unions, savings and loan associations and insurance companies.
“Business” includes public utilities and telecommunications carriers to the extent
that their activities, beyond registration, notice and reporting activities, are not

regulated by the public service commission and includes public utility and

W W 3 O Ot

telecommunications carrier methods of competition or trade and advertising

10 practices that are exempt from regulation by the public service commission under s. %



N

w

© o0 I O o

10
11
12
13
14
15
16
17
18
19
20
21
22
23

LRBb0882/1

© 1999 — 2000 Legislature ~2- st

196.195, 196.196, 196.202, 196.203, 196.219 or 196.499 or by other action of the

cominission

- 3 B e
We 19: after that ine 1nsert:

ECTION S 186.01 (2) of the statutes is amended to read:

186.01 (2) “Credit union” means a cooperative, nonprofit corporation,

incorporated under this chapter to-encourage-thrift-among its-members;create-a

rovided under ss. 186.41 (1) and 186.45 (1). ‘)#

SECTION »—186.01 (8) of the statutes is repealed.

SECTION gem% 186.02 (2) (a) 1. of the statutes is amended to read:

186.02 (2) (a) 1. The conditions efresidenceoreceupation which qualify persens
' detgrmil;e eligibility for membership.

SECTION lh% 186.02 (2) (a) 3. and 4. of the statutes are repealed.

SECTIONN%. 186.02 (2) (b) 2. of the statutes is amended to read:

186.02 (2) (b) 2. Resi

Individuals t i re employved in neighborhoods, communities, rural

distriet districts or multicounty regions, unless the office of credit unions determines

that it is im ractical for a particular credit union to serve the area in which the

individuals reside or are employed. ,
SECTION mﬁ:\ 186.02 (2) (b) 3. of the statutes is amended to read:
186.02 (2) (b) 3. Employes of related er—vieinal industries or employes of

industries that operate at least one facility within a neighborhood or urban
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suburban or rural community the limits of which are not determined by _an

arbitrary physical standard.

SECTION 33! 186.02 (2) (c) of the statutes is amended to read:

186.02 (2) (¢) Members of' the immediate family of all qualified persons are

E eligible for membership. In-this-paragraph;“members-of-the-immediatefamily”

or-spouse of a-membe;
SECTION Bﬁ(@t 186.02 (2) (d) of the statutes is renumbered 186.02 (2) (d) 1.

and amended to read:

186.02(2) (d) 1. Organizations and associations An organization or association

of individuals, the majority of whem the directors, owners or members of which are

eligible for membership, may be admitted to membership in the same manner and

under the same conditions as individuals.

SECTION W 186.02 (2) (d) 2. of the statutes is created to read:
186.02 (2) (d) 2. An organization or association that has a business location

within any geographic limits of the credit union’s ﬁeld of membershl _or_an

, ' 2 crLcEl 1 M}Lylay be admitted to membership.
SECTION ﬂﬂﬁw 186.08 (1m) (h) of the statutes is created to read:
186.08 (1m) (h) Establishing a policy determining which individuals qualify

as members of the immediate family of a qualified person for the purpose of

determining eligibility for membership ih the credit union under s. 186.02 (2) (c).

)

%
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%, OBGANIZATIONS. (a) -A- Unless the office of credit unions approves a higher perce ae

:‘.‘ ,f
\ redlt union may invest not more than 1.5% of its total assets in the cap #l shares

or 1gat10ns of a credit union service eerperation org anlzat gns that are

cororat ens, limited partnerships, limited liability companies”or other entities

approved by he office of credit unions, and that are organizg p;ima-ri—l—y to provide

goods and servicesNn the ordinary course of business, to gfedit unions, credit union
organizations and crediyunion members.

SEcTION 2308pc. 186 1 (4) (b) (intro.) and }¥of the statutes are amended to

AP

read:

186.11 (4) (b) (intro.) A credit 'on se eorporation organization under par.
p/
(a) may provide goods and services 1nc1 ding any of the following:
1. Credit union operations servf s, indk d1ng service centers, credit and debit

card services, automated teller a e remote termNg al services, electronic transaction

\ . e
ervices, accounting systems )a ata processing, ma gement training and support,

services,

payment item processmg, cord retention and stora N ocator services, research,

debt collection, credit alyS1s and loan servicing, coin a N, currency services and
. ‘_‘, k- ) \,\\
marketing and adv 1s1ng services. A \\
\

SECTION 2 ] 'J' pf 186.11 (4) (b) 6. and 7. of the statutes are rem (r\lbered 186.11

(4) (b) 9. and ; .
SEC D) oN 2308ph. 186 11 (4) (b) 6m., Tm. and 8. of the statutes are c} ated to

\

read/j/ \
#/186.11 (4) (b) 6m. Management, development, sale or lease of fixed assets

/

Tm. Securities brokerage services.

—

186.11 (4) (title) INVESTMENT IN CREDIT UNION SERVICE GORRORATIO

7/ \ )

le, lease or servicing of computer hardware or software.
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SECTION 2308p3. 186 11

186 11 ). Q@*”A”'credlt union service GGPPOF&HGH rgamzatlon may be subject

5
P i

SECTION @W 186.113 (1) of thé statutes is amended to read:
186.113 (1) BRANCH OFFICES. Iftheneed-and-necessity-exist-and-with With the
approval of the office of credit unions, establish branch offices inside thisstate-erne
more-than25-miles or outside of this state. Permanent records may be maintained
at branch offices established under this subsection. In this subsection, the term
“branch office” does not include a remote terminal, a limited services office or a

service center.

SECTION Q@W 186.113 (1m) (a) (intro.) of the statutes is amended to read:
186.113 (1m) (a) (intro.) Establish Before the effective date of this paragraph

.. [revisor inserts datel. establish limited services offices outside this state to serve

any member of the credit union if all of the following requirements are met:
SECTIONM% 186.113 (6) (b) and (c) of the statutes are amended to read:
186.113 (6) (b) Act as trustees or custodians of member tax deferred retirement

funds. individual retirement accounts, medical savings accounts or other employe

benefit accounts or funds permitted by federal law to be deposited in a credit union.
(¢) Act as a depository for memiber—defeiﬂped member gualiﬁed and

186.113 (24) FUNERAL TRUSTS. Accept deposits rnade by members for the

purpose of fundlng burial agreements by trusts created pursuant to s. 445 125
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iseotint or sell any of its assets and,

unions, purchase assets of another

SECTION 2308pv. 186.114 of the statutes is created to read: P

i

| 5 186.114. Federal and other powers. (1) EXERCISE OF FEDERAL CREDIT UNIO}{ ™
6 PO R$ BY WISCONSIN CREDIT UNION. (a) In general. Subject to the limitations ip? h1s \E
7 subsecti a credit union may exercise all powers that may be exercised, difectly or ;
8 _indirectly thr La credit union service orgamzamon, by a federally chyaf{}& red credit li
9 union or by an afﬁh e of such an institution. J@ﬂp g

10 (b) Required notzc wn for exercise of a federal power. A,ef‘eldlt union shall give

11 60 days’ prior written notlc ) ns of the credit union’s /;‘
12 intention to exercise a power und

13 (c) Exercise of federal powers th dit union service organization. The

14 office of credit unions may require 'f powers exercisable by credit unions

15 under this subsection be exercised thr gh union service organization with

16 appropriate safeguards to limit th exposur ,of the credit union. /
17 (2) EXERCISE OF OTHER ﬁyf ICE AND INCIDENTALTIVITY POWERS. (a) Necessary

18 or convenient powers. %ﬁ‘iess otherwise prohibited or ed by this chapter, a credit

19 union may exerc1§ﬁf 1 powers necessary or convenient to the purposes for

20 which the creg;st union is organized or to further the bus1nesses7 1} Whlch the credit

21 union is lavi%lly engaged. | .

22 (9)’ Reasonably related powers. Subject to any applicable ’«5 federal

23 regﬁlatory or licensing requirements, a credit union may engage, d1reﬁ=%y or

24 1nd1rectly through a credit union service organization, in activities e

25‘ f"’j related or incident to the purposes of the credit union. Activities reasonably related&’" %%
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L or 1n01dent to the purposes of the cred1t umon are those activities that are part of the
Dusiness of credit unions, or closely related to the business of credit umons br
conven nient and useful to the business of credit unions, or reasonably rel; or
1nc1dent g the operation of credit unions or are financial in nature. “

(c) Notz requzrement A credit union shall give 60 days’ pr10 Ve ritten notice
to the office of crdg 1t unions of the credit union’s intention to eng ge in an activity
under this subsectlon ‘ '

(d) Standards for dégial. The office of credit uniongy ay deny the authority
of a credit union to engage in A0 activity under this sups ect1on if the office of credit
unions determines that the activity is not an activity easonably related or incident

to the purposes of the credit union, that the cregit union is not well-capitalized or

. adequately capitalized, that the credit uho the subject of an enforcement action

or that the credit union does not have sg actory management expertise for the
proposed activity. ' |
AN
engage in any other activity that is approved by rule the office of credit unions.
() Activities provided through a subsidiary. A cr' union may engage in
activities under this sy section, directly or indirectly through% credlt union service
orgamzatlon, unlesg the office of credit unions determines that ak act1v1ty must be
 conducted throug h a credit union service organization with appropr Rte safeguards
to limit the ’ exposure of the credit union.

(3) RULE-MAKING AUTHORITY. The office of credit unions may promulg e rules

' to adrdinister this section. The rules may impose limitations or conditions or\he
b %

g TS

(e) Other activities approvedy the office of crddit unions. A credit union may \_

/
/’

' exércise of powers under this section if the office of credit unions determines that

7
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a SECTION 2308px. 186.115 (1) of the statutes is amended to rw

’1*8\6%5115 (1) SCOPE OF AUTHORITY, Subject to any zg gt ‘ approval required

by law and subJect“‘t b (2), a credlt um et rectly or through a subsidiary, may

undertake any act1v1ty, exerm ower or offer any financially related product

or service in this state b any other prov1de orbl) anc1a1 products or services may

undertake, exgx e or prov1de or that the office of cred1t uni v " ds to be financially

“authority g anted to a credit union under s. 186.114 1) and (2) (a) and , ]

s ol e R PR ER

“SECTION

related *The authority granted under this subsection is in addition to a "Sewer or J

186.235 (7) (¢) If any person mentioned in par. (a) discloses any information

about the private account or transactions of a credit union or any information
obtained in the course of an examination of a credit union, except as provided in pars.
(a) and (b), that person may be required to forfeit his or her office or position and may
be fined not less than $100 nor more than $1,000)or imprisoned for not less than 6
months nor more than 3 years,or both.

SECTION 7 186.235 (7m) of the statutes is created to read:
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186.235 (7m) RETURN OF EXAMINATION REPORTS. Examination reports possessed |

SECTION 186.235 (16) (b) of the statutes is repealed.

SECTION - 186.36 of the statutes is amended to read:

186.36 Sale of insurance in credit unions. Any officer or employe of a credit
union; when acting as an agent for the sale of insurance on behalf of the credit union,
shall pay all commissions received from the sale of eredit-life-insurance-or-credit
aceident-and-sickness insurance to the credit union.

SECTION .- 186.41 (title) of the statutes is amended to read:

186.41 (title) Interstate aegquisition acguisitiohs and merger mergers
of credit unions.

SECTIONQ% 186.41 (1) (a) of the statutes is renumbered 186.41 (1) (bxﬁ)
and amended to read:

186.41 (1) (bm) “In-state Wisconsin credit union” means a credit union having
its principal office located in this state.

SECTION . 186.41 (1) (c) of the statutes is renumbered 186.41 (1) (am)
and amended to ‘read:

186.41 (1) (am) “Regional Qut—of-state credit union” means a state or federal
credit union thathas-its, the principal office of which is located in ene-ef theregional

states a state other than this state.
186.41 (1) (d) of the statutes is repealed.

SECTION A30H4Y.

SECTION . 186.41 (2) and (3) of the statutes are amended to read:

by a credit union are confidential, remain the property of the office of credit unions

%
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186.41(2) lN—STAfPE WISCONSIN CREDIT UNION. (a) Anin—state A Wisconsin credit
union may do any of the following:

1. Acquire an interest in, or some or all of the assets and liabilities of, one or
more regional out—of-state credit unions.

2. Merge with one or more regional out—of—state credit unions.

(b) An-in-state A Wisconsin credit union proposing any action under par. (a)
shall provide the office of credit unions a copy of any original application seeking

approval by a federal agency or by an agency of theregional another state and of any

supplemental material or amendments filed in connection with any application.

(3) RecioNaL Out—of-state CREDIT UNIONS. Except as provided in sub. (4), a
regional an out—of-state credit union may do any of the following:

(a) Acquiré an interest in, or some or all of the assets of, oﬁe or more in—state
Wisconsin credit unions.

(b) Merge with one or more in—state Wisconsin credit unions.

SECTION . 186.41 (4) (intro.), (a) to (d) and (f) of the statutes are
amended to read:

186.41 (4) LiMITATIONS. (intro.) -A-regioral An out—of-state credit union may

not take any action under sub. (3) until all of the following conditions have been met:
(a) The office of credit unions finds that the statutes of the regional state in
which the regional out—of-state credit union has its principal office permit in—state

Wisconsin credit unions to both acquire regional out—of—state credit union assets and

- merge with one or more regional out—of-state credit unions in theregional that state.

(b) The office of credit unions has not disapproved the acquisition of in—state

Wisconsin credit union assets or the merger with the in—state Wisconsin credit union

under sub. (5).
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(¢) The office of credit unions gives a class 3 notice, under ch. 985, in thé official
state newspaper, of the application to take an action under sub. (3) and of the
opportunity for a hearing and, if at least 25 residents of this state petition for a
hearing within 30 days of the final notice or if the office of credit unions on its own
motion calls for a hearing within 30 days of the final notice, the office of credit unioﬁs
holds a public hearing on the application, except that a hearing is not required if the
office of credit unions finds that an emergency exists and that the proposed action
under sub. (3) is necessary and appropriate to prevent the probable failure of an
in—state a Wisconsin credit union that is closed or in danger of closing.

(d) The office of credit unions is provided a copy of any original application
seeking approval by a federal agency of the acquisition of in—state Wisconsin credit
union assets or of the merger with an-in—state a Wisconsin credit union and of any
supplemental material or amendments filed with the application.

(f) With regard to an acquisition of assets of an—m—state a Wisconsin credit
union that is chartered on or after May 9, 1986, the in—state Wisconsin credit union
has been in existence for at least 5 years before the date of acquisition.

SECTION W 186.41 (5) (a), (b), (c) and (cr) of the statutes are amended to
read:

186.41 (5) (a) Considering the financial and managerial resources and future
prospects of the applicant and of the m—state Wisconsin credit union concerned, the
action would be contrary to the best intérests of the members of the in—state
Wisconsin credit union.

(b) The aétion would be detrimental to the safety and soundness of the
applicant or of the in—state Wisconsin credit union concerned, or to a subsidiary or

affiliate of the applicant or of the in—state Wisconsin credit union.
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(¢c) Because the applicant, its executive officers or directors have not
established a record of sound performance, efficient management, financial
responsibility and integrity, the action would be contrary to the best interests of the
creditors, members or other customers of the applicant or of the m—state Wisconsin
credit union or contré’ry to the best interests of the public.

(cr) The applicant has failed to propose to provide adequate and appropriate
services of the type contemplated by the community reinvestment act of 1977 in the
community in which the in—state Wisconsin credit union which the applicant
proposes to acquire or merge with is located.

SECTION 231 . 186.41 (B) (a) of the statutes is renumbered 186.41 (6).

2208%3. 186.41 (6) (b) of the statutes is repealed.
. 186.41 (8) of the statutes ‘is repealed.

SECTION 20Bwn. 186.45 of the statutes is created to read:

‘ 1186.45 Noﬁ—Wisconsin credit union, Wisconsin offices. (1) DEFINITIONS.
In this sectién:

(a) “Non—Wisconsin credit union” means a credit union organized under the
laws of and with its principal office located in a state other than this state.

(b) “Wisconsiﬁ credit union” has the meaning given in s. 186.41 (1) (bm).

(2) APPROVAL. A non-Wisconsin credit union may open an office and conduct
business as a credit union in this state if the office of credit unions finds that
Wisconsin credit ﬁnions are allowed to do business in the other state under
conditions similar to those contained in this section and that all of thé following apply
to the non~Wisconsin credit union:

(a) Itis a credit union organized under laws similar to the credit union laws of |

this state.
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(b) It is financially solvent based upon national board ratings.

(c) It has member savings insured with federal share insurance.

(d) It is effectively examined and supervised by the credit union authorities of
the state in which it is organized.

(e) It has received approval from the credit union authorities of the state in
which it is organized.

(f) It has aneed to place an office in this state to adequately serve its members
in this state.

(g) It meets all other relevant standards or qualifications established by the
office of credit unions.

(3) REQUIREMENTS. A non—Wisconsin credit union shall agree »to do all of the
following:

(a) Grant loans at rates not in excess of the rates permitted for Wisconsin credit
unions.

~ (b) Comply with this state’s laws.

(c) Designate and maintain an agent for the service of process in this state.

(4) RECORDS. As a condition of a non—Wisconsin credit union doing business in
this state under this section, the office of credit unions may require copies of
examination reports and related correspondence regarding the non—Wisconsin
credit union.

SECTION . 186.80 of the statutes is created to read:

186.80 False statements. A person who knowingly publishes false reports or

makes false statements about a credit union may be fined not less than $1,000 nor

y
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more than $5,000 or imprisoned for not less than one year nor more than 15 years T
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DRAFTER’S NOTE LRB-3533/1dn
FROM THE " RIM: [:...
LEGISLATIVE REFERENCE BUREAU WLA

V.

1. As explained below, proposed s. 186.113 (25) regarding the authority of a
credit union to sell or purchase financial assets, appears to overlap with ex1st1ng grants
of authority in ch. 186./You may want to have the office of credit unions review this
portion of the draft{in ordeto determine whether any clarification is necessary. Please
let me know if, at any time, you would like me to redraft the bill or prepare an
amendment to address this issue.

Current law contains several relevant grants f autho y regardlng credit union’s
sale or purchase of assets. Sections 186.18, 186.31 and 186. 41 deal with the
dissolution, merger and acquisition of a credit union, respectively, and contain specific
procedures regarding Jthe sale and acquisition of credit union assets. Furthermore,
under s. 186.11 (2) (a), stats., a credit union may acquire or sell assets as necessary for
or incidental to its operatmns In addition, s. 186. 115'[stats allows a credit union to
exercise any power that the office of credit unions determlnes, by rule, to be financially
related to the business of credit unions.

Although this draft does require any sale or purchase of financial assets under
proposed s. 186.113 (25)‘?'50 comply with the applicable statutes on dissolutions, s
mergers and acquisitions, the grant of authority under proposed s. 186.113 (25 .
otherwise overlaps with the grants of authority under ss. 186.11 (2) (a)'and 186.115, v
stats. In the absence of clarifying language, it js unclear whether the “necessary or
incidental” standard from s. 186.11 (2) (a),Ystats., the “financially related, as
determined by rule” standard from s. 186.115, ‘stats.;or neither, applies to a credit
union’s purchase or sale of assets under proposed s. 186.113 (25), stats.

2. This draft requires the office of credit unions, with the approvgl of the credit union
review board, to specify by rule which types of assets in additiop tofmortgages and notes
qualify as finaficial assets under proposed s. 186.113 (25) g. See proposed s.
186.235 (8), stats]y Please let me know if you do not approve of this provision.

3. You may want to consider either delaymg the effective date of this draft in order
to allow time for the office of credit unions to complete the rule—makm 14
granting an exception from the rule—makx procedures H e W ’ié)/v i) Brencial
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19), stats.
However, because the term “call report” is undefined, it would be difficult for a court
to ascertain what the legislature intended if that term is used. @fdrafted, proposed

s. 186.235 (7) (intro.)Jmore clearly expresses the Wntent.* Let me know if’ )
you desire any changes. '

Robert J. Marchant
Legislative Attorney
Phone: (608) 2614454
E-mail: Robert.Marchant@legis.state.wi.us



'DRAFTER’'S NOTE LRB-3533/1dn
FROM THE " RJM:wlj:ch
LEGISLATIVE REFERENCE BUREAU

September 7, 1999

1. As explained below, proposed s. 186.113 (25), regarding the authority of a credit
union to sell or purchase financial assets, appears to overlap with existing grants of
authority in ch. 186. You may want to have the office of credit unions review this
portion of the draft to determine whether any clarification is necessary. Please let me
know if, at any time, you would like me to redraft the bill or prepare an amendment
to address this issue.

Current law contains several relevant grants of authority regarding a credit union’s
sale or purchase of assets. Sections 186.18, 186.31 and 186.41 deal with the
dissolution, merger and acquisition of a credit union, respectively, and contain specific
procedures regarding the sale and acquisition of credit union assets. Furthermore,
under s. 186.11 (2) (a), stats., a credit union may acquire or sell assets as necessary for
or incidental to its operations. In addition, s. 186.115, stats., allows a credit union to
exercise any power that the office of credit unions determines, by rule, to be financially
related to the business of credit unions.

Although this draft does require any sale or purchase of financial assets under
proposed s. 186.113 (25) to comply with the applicable statutes on dissolutions,
mergers and acquisitions, the grant of authority under proposed s. 186.113 (25)
otherwise overlaps with the grants of authority under ss. 186.11 (2) (a) and 186.115,
stats. In the absence of clarifying language, it is unclear whether the “necessary or
incidental” standard from s. 186.11 (2) (a), stats., the “financially related, as
determined by rule” standard from s. 186.115, stats., or neither applies to a credit
union’s purchase or sale of assets under proposed s. 186.113 (25), stats.

2. This draft requires the office of credit unions, with the approval of the credit union
review board, to specify by rule which types of assets in addition to mortgages and notes
qualify as financial assets under proposed s. 186.113 (25). See proposed s. 186.235 (8).
Please let me know if you do not approve of this provision.

3. You may want to consider either delaying the effective date of this draft in order
to allow time for the office of credit unions to complete the rule-making process or
granting an exception from the rule-making procedures.

4. In proposed s. 186.235 (7) (a) (intro.), I have removed the reference to a “call
report” and replaced it with a reference to any quarterly or semiannual financial report
regularly filed with the office of credit unions. Currently, a credit union must file either
semiannual or quarterly financial reports (commonly referred to as call reports), which
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together satisfy the annual reporting requirement under s. 186.235 (19), stats.
However, because the term “call report” is undefined, it would be difficult for a court
to ascertain what the legislature intended if that term is used. Hopefully, as drafted,
proposed s. 186.235 (7) (intro.) more clearly expresses your intent. Let me know if you
desire any changes.

Robert J. Marchant

Legislative Attorney

Phone: (608) 261-4454

E-mail: Robert.Marchant@legis.state.wi.us
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1999 CU Bill - LRB-3533/1dn
(September 14, 1599)

1. We woukd ke § 186.113(25) to be revisod as follow:
< Chauged the de 1o “Purchase of Cartain Asosts.”
Mm abof 106113 G @)
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(September 8, 1999)

1 a The proposed chunges to the CUSO investment statute are not inciuded in this draft,
but we still seek those changes. The proposed changes were included in LRB.3126/P2 as
Sections 12 - 16.

b. The only further CUSO change i3 t¢ LRB-3126/P2 Section 16. The proposed
replacement of “audit” to “exernination” is withdrawn. Thus, it should read;

A sxedit unioy service eerperetion organijzation may be subjeot to gudit by the office of wédit
wions.

2. Rob Marchant's proposed cross-references relating to §§ 186.18, 186.31, and 186.41 wre
kelpful in clarifying when the new § 186.113(25) provisions apply.

a. Can they be further clarified by stating:

“Subject to ss. 186.18, 186.31 and 186.41 when spplicgbls,..” in 186.113(25)(s), and
S'Subject to §5. 186.31 znd 186.41 when applicable,." in 186.113(25)(b) 7 -

b Or s “when appiicable” understood?
3. Regarding § 18611 (2)(a), no further clarification showld be necessary.

a. Although § 186.11(2)(a) does overlap proposed § 186.113(Z5) to a considerable extent,
sach section covers some aress not covered by the othex. Since neither imposes an approval or
other requiresnent, the overlap apprars to be sompletely harmless.

b. We are unable to think of an example of overlap between § 186.11(2)(a) and proposed
relates to property necessary or incidental to credit union gperations, while § 136.113(25) relates
to any financial gssets, in the order of an investment ot lom, purchased from ancther lender or
seller. If any possible overlap comes to light, it can be addressed in the rule we seek to have
drafted.

4. Regarding §186.115, no further clarification should be necessary. That provision relates only
to products or services, not assets the credit union may sell or purchase. We are not aware of an
example of overlap.

S. Proposed § 186.113(25)(a) should only refer to "assets” or “credit unlon assety,” not notes,
mongages, or other similar aszets that are financial in nature. There isn't any reavon to limit
the provision to financial assets. Any gszets that 3 credit union is entitled to hold should
neosssarily be subject to sale, except to the special circumstances addressed by the new ¢ross-
reference to §§ 186.18,186.31, and 186.41.

2
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6. We would like § 186.113(25) so replace: ,
"..purchase any of the following asyets of another lender or seller:
y A Notes.
2. Mortgages.
3. Any other stmilar assets that are primarily financial in aaure.”

with langwnage closer to the language we originally offered:

“ wpurchase financial assets of another iender ar seller. *‘Financial assets’ lnclude, but
are not imited to, loars, credit sale contracss, leases, and investments.*

Let me also now add “Uens” to this list of examples.

8. The examples of financial assets that we provided is more veried than Rob's list, and
thus broader. It is doubtful to me that notes, mortgages, and similar assets that are primarily
financial it nature would be interpreted 1o include investments or leases.

©. I thastk Rob for his inclusion of “mortgages” which we did not include in our drafl. I
think liens is broader, so it is preferable.

c. I am not very sure that “...other similar asscts that ere primarily financial in nature"
will be construed as broadly as “Financial assets’ include, but are not limited to...” Iam
concerned that “other similar assets” will operate as a limitation on the concept of “assets that are
primarily financial in nature.” Agsin, I think the resulting intespretation would not include
investments, leases, and others.

7. We do ot wish to have the siatutes ’wqulre the Office of Credit Unions to promuigate an
administrative rule to implement § 186.113(25), or te delay the effective date of the sale and
purchase of assets provisions.

We do intend to seek a rule setting standards for the approval of purchase of financial assets, as
well as giving more guidance as to what are financial assets. Howover, we expect that in most
scenarios that could erise, it will we clear whether an asset is a financial asset and the office of
credit unions would act reasonably in spproving or disspproving such purchases. We would not
want eredit unions ability to buy or sell assets curtailed during the period of time it would take to
craft 8 well-reasoned and useful rule.

8. We agree to the changes Rob kas made regarding:

a. the proposed cross-reference to sub. (25) In § 186.113(7),
b. the reference to “call report” in propesed § 186.235(7)(a)(intro.,).

John Charlcé Engel
League Compliance Counsel
Wisconsin Credit Union League



CREDIT UNION LEGISLATION (LRB-3533) MEETING
September 8, 1999

Items for discussion (from June 25, 1999 credit union memo):

Section 12 language regarding the formation into various legal structures,
name change of CUSC to CUSO, 1.5% of assets limit.

Section 15 language regarding services provided by CUSOs to CUs. Are
these subject to rule-making now? An expansion of services provided by
CUSOs.

Language regarding financial assets: should the language specify both the
selling of and purchasing of financial assets? The language provided by the
credit unions indicated that the word financial was to only be inserted when
referring to the purchase of assets.

“other employee benefits” language to be removed from IRA, medical savings
account section.

Question for Rob Marchant:

Section regarding credit union bylaws. Julie would like further clarification as
to if banks or savings and loan have similar requirements.

Questions for Jim Tenuta:

On page 6, line 15 “impractical” section: should it also state or not financially
sound?

Modifications to bill draft;

1.

2.

3.

Under drafter's note, section 1: state that OCU may promulgate rules as to
what these financial assets will include under the provisions of this bill.

Delay effective date of bill by 6 months to allow for possible rule promulgation
by OCU.

“Examination reports remain property of OCU” language—make sure is
included in bill.

Delete phrase on page 7, lines 23-24 “or other employe benefit accounts or
funds”. Add “or” on line 23 before “medical savings accounts” and “as” before
word “permitted” on line 24.



Marchant, Robert

From: Templeton, Carrie

Sent: Wednesday, September 08, 1999 11:54 AM
To: Marchant, Robert

Subject: credit union draft questions

Hi Rob-

We have a few questions regarding the draft that we hope you can help us with:

1.
2.

On page 8, line 2 of the bill draft there is a reference to member qualified and nonqualified deferred compensation
funds. What is the difference between these two types of deferred comp funds? % & M&nm v Z.LC,

On page 4 of the bill summary (sorry, | don't have the exact bill reference), there is’an exptanation of the changes in
credit union bylaw requirements. Do you know if banks have the same authority as this section? Specifically, we were
wondering about the statement “this bill allows a credlt union to alter its meth d of operatlon with regard to those
subjects without amending the credit unlon bylaws No stdor 41-3’ soaurnp boxly OrsLls,

On page 6, line 15 the bill draft states “...that it is impractical for a%artlcular credit unfon to €erve the area in which the
individuals reside or are employed.” Do you know if current standard practice would su gest that this section should
state “impractical or not financially sound™? Z~ o, | ¢ s, Thisshacksrd was s

On page 7, line 22 the bill draft allows credit unions to ‘act as trustees or custom" of the mentl ned funds. What is
the difference between trustees and custodians? )4’76 it is 0"7 b ahw OO Ao hol! Hest outrwats o Hed
Is the following language included in the bill draft? | could not find it, but that certainly does not mean it isn't in there:
Clarifies that examination reports remain the property of the OCU and are returnable immediately upon the request of

that office. (Creates ss. 186.235 (7Tm) ” ?‘/ lines 12~ ,()/

Thanks for all your help. Feel free to call or reply via email. See you at 3:00.

\'4

Carrie

(/MJU‘ W /o’w’ ZhC
Carrie Templeton msr b
Office of Senator Jon Erpenbach /u%m L ffi n; z
27" Senate District ‘ ég w M -
Phone: 6-6670 W’é’%( ottt
Fax: 6-2508
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(d), 186.41 (6) (b) and 186.41 (8); to renumber 186.235 ( a) and 186.41 (6)

(a); to renumber and amend 186.02 (2) (d), 186741 (1) (a) and 186.41 (1) (c);
to amend 93.01 (1m), 186.01 (2), 186. ) (a) 1., 186.02 (2) (b) 2., 186.02 (2)
(b) 3., 186.02 (2) (), 186.113 (1), .113 (1m) (a) (intro.), 186.113 (6) (b) and (c),

186.113 (7), 186.235 (7) (ax(intro.), 186.235 (8), 186.36, 186.41 (title), 186.41 (2)

trade and consumer protection statutes to credit unionsgxgwiringthes:

Pty and providing a penalty.

Analysis by the Legislative Reference Bureau
This bill makes numerous changes to the chapter that governs the formation,
operation and regulation of credit unions in this state. These changes include the
following:
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Credit union membership

Under current law, credit union membership must be open to groups having a
common bond of occupation or association; residents within a well-defined
neighborhood, community or rural district; employes of related industries or
industries that operate within a well-defined neighborhood, community or rural
district; members of certain fraternal, labor, educational or other similar
organizations and credit union employes. Furthermore, credit union membership
must be open to the immediate family of all individuals who are qualified for
membership. Current law defines “members of the immediate family” as any
relative of a member or of a member’s spouse who is living with the member and as
the member’s spouse, parents, stepchildren and children. In addition, current law
permits a credit union to accept an organization or association as a member, if a
majority of the members of the organization or association are eligible for
membership.

This bill expands the pool of individuals, organizations and associations that
are eligible for membership in a credit union. Under this bill, credit union
membership must be open to individuals who reside or are employed in
neighborhoods, communities, rural districts or multicounty regions, unless the office
of credit unions determines that it is impractical for the particular credit union to
serve the area in which the individuals reside or are employed. Furthermore,
membership must be open to employes of industries that operate at least one facility
within a neighborhood or within an urban, suburban or rural community, the limits
of which are not determined by any arbitrary physical standard. This bill repeals the
definition of “members of the immediate family” and requires the board of directors
of each credit union to establish a policy for determining which individuals qualify
as members of the immediate family for the purposes of determining membership

e11g1b111ty In add1t10n th1s bill garapts any orgamzatlon Or-3 ssomatlon that has a
field of

D ThlS bill also permlts a credlt union to accept any db orgamzatmn or
association as a member, if a majority of the directors, owners or members of the
rganization or association are eligible for membership. -

Credit union powers

Currently, to the extent permitted by federal law, a credit union may act as
trustee of member tax deferred funds and as a depository for member—deferred
compensation funds. This bill expands this authority, allowing a credit union, to the
extent permitted by federal law, to act as a trustee or custodian of member tax
deferred retirement funds, individual retirement accounts, medical savings -
accounts and other employe benefit accounts or funds. In addition, this bill allows
a credit union, to the extent permitted by federal law, to act as a depository for
member qualified and nonqualified deferred compensation funds.

Under current law, funds held in trust under a burial agreement (commonly
known as a funeral trust) must be deposited in a bank, savings bank, savings and
loan association or credit union. This bill clarifies that a credit union may accept
these dep051ts 1f the deposﬂ:s are made by a credit union member

vﬁ' e,
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Branch offices of Wisconsin credit unions

Under current law, if the need and necessity exist, a credit union may establish
branch offices within this state or no more than 25 miles outside of this state. In
addition, if certain conditions are met, a credit union may establish a limited service
office outside of this state to serve members of the credit union. A credit union
seeking to establish a branch office or limited service office must first obtain the
approval of the office of credit unions.

This bill expands the authority of a credit union to establish branch offices.
Under this bill, with the permission of the office of credit unions, a credit union may
establish branch offices anywhere inside or outside of this state. This bill repeals the
authority for a credit union to establish a limited service office, although a credit
union may continue to operate a limited service office that is in existence on the
effective date of this bill.

Branch offices of non-Wisconsin credit unions

Current law does not permit a credit union organized under the laws of another
state (non—Wisconsin credit union) to establish a branch office in this state. This bill
permits a non—Wisconsin credit union to establish a branch office in this state if the
office of credit unions finds that certain conditions apply to the non-Wisconsin credit
union. For example, the non—Wisconsin credit union must be organized under laws
similar to ch. 186, must be financially solvent and must have federal insurance for
member deposits. In addition, the office of credit unions must find that credit unions
organized under the laws of this state are allowed to do business under similar
conditions in the home state of the non—Wisconsin credit union.

Interstate mergers and acquisitions of credit unions

Under current law regarding interstate mergers and acquisitions of credit
unions, a credit union organized in this state may only merge with, acquire or be
acquired by a state or federal credit union that has its principal office in Illinois,
Indiana, Iowa, Kentucky, Michigan, Minnesota, Missouri or Ohio. This bill repeals
this geographic limitation on mergers and acquisitions of credit unions and, thus,
expands the number of credit unions that are eligible to merge with, acquire or be
acquired by a credit union organized in this state.

Credit union reports

Current law contains several credit union reporting requirements and, with
certain exceptions, requires the office of credit unions to annually examine the
records and accounts of each credit union. The employes of the office of credit unions
and members of the credit union review board must keep information obtained in the
course of examinations confidential, with limited exceptions. A violation of this
confidentiality requirement is subject to a f‘orf‘e1ture of up to $2OO
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This bill expands the confidentiality requirement to also include information
contained in certain reports that a credit union provides to the office of credit unions.
In addition, this bill specifies that, with certain exceptions, any employe of the office
of credit unions or member of the credit union review board who discloses any
information about the private account or transactions of a credit union or who
discloses any information obtained in the course of an examination is subject to a fine
of not less than $100 nor more than $1,000, imprisonment for not less than six
months nor more than three years or both and may be required to forfeit his or her
office or position.

Definition of “credit union”

This bill deletes the requirement, currently contained in the definition of
“credit union”, that a credit union be incorporated to encourage thrift, create a source
of credit at a fair and reasonable cost and provide an opportunity for credit union
members to improve their economic and social conditions. Under this bill, “credit
union” means a cooperative, nonprofit corporation, incorporated under ch. 186.

Credit union bylaws

This bill reduces the information that a credit union must include in its bylaws.
Under this bill, a credit union is no longer required to include a provision describing
the credit union’s method for receipting money paid on accounts or a provision
describing the conditions on which accounts may be paid in, transferred and
withdrawn. Thus, this bill allows a credit union to alter its method of operation with
regard to these subjects without amending the credit union bylaws.

Other changes

Current law specifically requires any officer or employe of a credit union who
sells credit life insurance or credit accident or sickness insurance on behalf of the
credit union to pay to the credit union all commissions received from the sale. This
bill clarifies that an officer or employe of a credit union must pay to the credit union
all commissions received from the sale of any authorized insurance product sold on
behalf of the credit union.

In addition, currently it is a Class A misdemeanor if a person, with intent to
defame, communicates a defamatory matter to a third person without the consent
of the person defamed. This bill creates a similar crime specific to credit unions.
Under this bill, any person who knowingly publishes false reports or makes false
statements about a credit union may be fined not less than $1,000 nor more than
$5,000, imprisoned for not less than one year nor more than 15 years, or both.

Under current law, credit unions are subject to the provisions of chs. 93 to 100
(agriculture, trade and consumer protection statutes) that apply to businesses
generally. Banks, savings banks and savings and loan associations are specifically
exempted from the definition of “business” that applies in the agriculture, trade and
consumer protection statutes. This bill specifically exempts credit unions from this
definition, as well.
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For further information see the state fiscal estimate, which will be printed as
an appendix to this bill.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

SEcTioN 1. 93.01 (1m) of the statutes is amended to read:

93.01 (Im) “Business” includes any business, except that of banks, savings
banks, credit unions, savings and loan associations and insurance companies.
“Business” includes public utilities and telecommunicétions carriers to the extent
that their activities, beyond registration, notice and reporting activities, are not
regulated by the public service commission and includes public utility and
telecommunications carrier methods of competition or trade and advertising
practices that are exempt from regulation by the public service commission under s.
196.195, 196.196, 196.202, 196.203, 196.219 or 196.499 or by other action of the
commission.

SECTION 2. 186.01 (2) of the statutes is amended to read:

186.01 (2) “Credit union” means a cooperative, nonprofit corporation,

incorporated under this chapter to-encouragethrift-ameng its-members;create-a

rovided under ss. 186.41 (1 186.45 (1).
SECTION 3. 186.01 (8) of the statutes is repealed.
SECTION 4. 186.02 (2) (a) 1. of the statutes is amended to read:
186.02 (2) (2) 1. The conditions efresidence-oroccupation which quelify-persens

determine eligibility for membership.
SECTION 5. 186.02 (2) (a) 8. and 4. of the statutes are repealed.
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SECTION 6. 186.02 (2) (b) 2. of the statutes is amended to read:

186.02 (2) (b) 2. Resi : : 3 SEREEES
Individuals that reside or are employed in neighborhoods, communities, rural
distriet districts or multicounty regions, unless the office of credit unions determines
that it is impractical for a particular credit union to serve the area in which the

individuals reside or are employed.
SECTION 7. 186.02 (2) (b) 3. of the statutes is amended to read:

186.02 (2) (b) 3. Employes of related er-vieinal industries or employes of

industries that operate at least one facility within a neighborhood or urban,
suburban or rural community the limits of which are not determined by any

arbitrary physical standard.
SEcTION 8. 186.02 (2) (¢) of the statutes is amended to read:

186.02 (2) (¢) Members of the immediate family of all qualified persons are
eligible for membership. }H—thﬁ—pa#agraph%‘membeﬁ—eﬁthemwdiase—famﬂyf

SECTION 9. 186.02 (2) (d) of the statutes is renumbered 186.02 (2) (d) 1. and

amended to read:
186.02 (2) (d) 1. Organizationsandassociations An organization or association
of individuals, the majority of whem the directors, owners or members of which are

eligible for membership, may be admitted to membership in the same manner and
under the same conditions as individuals.

SEcTION 10. 186.02 (2) (d) 2. of the statutes is created to read:
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186.02 (2) (d) 2. An organization or association that has a business location

[y

within any geographic limits of the credit union’s field of membership or an

2
(JinThe ordinary QBB ot b nesy Y
@ organization or association Ihﬁi 2y Y B

S 2

ﬁ to credit tnions, credit tifion organizations f@mesretits i

K /N . AN

admitted to membership. @wq (ohe @i €y ble for membership in e eeadit
" e

s e

186.08 (1m) (h) Establishing a policy determining which individuals qualify

5
6 SEcTION 11. 186.08 (1m) (h) of the statutes is created to read:
7
8

as members of the immediate family of a qualified person for the purpose of
determining eligibility for membership in the credit union under s. 186.02 (2) (c).
10 SEcTION 12. 186.113 (1) of the statutes is amended to read:

11 186.113 (1) BRANCH OFFICES. Htheneedandnecessity-exist-and-with With the
12 approval of the office of credit unions, establish branch offices inside this-state-erneo

13 more-than25miles or outside of this state. Permanent records may be maintained

14 at branch offices established under this subsection. In this subsection, the term
15 “pranch office” does not include a remote terminal, a limited services office or a
16 service center.

17 SEcTION 18. 186.113 (1m) (a) (intro.) of the statutes is amended to read:

18 186.113 (1m) (a) (intro.) Establish Before the effective date of this paragraph
19 ... [revisor inserts datel, establish limited services offices outside this state to serve
20 any member of the credit union if all of the following requirements are met:

21 SECTION 14. 186.113 (8) (b) and (c) of the statutes are amended to read:

22 186.113 (6) (b) Act as trustees or custodians of member tax deferred retirement

23 funds, individual retirement accounts, medical savings accounts or other employe
24 benefit accounts or funds permitted by federal law to be deposited in a credit union.
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1 (c) Act as a depository for member—deferred member gqualified and

2 nonqualified deferred compensation funds as permitted by federal law.

3 SECTION 15. 186.113 (7) of the statutes is amended to read:

4 ., 186.113 (7) CONDITIONAL SALES CONTRACTS. Purchase Notwithstanding sub. (25)
@ E purchase or acquire conditional sales contracts or similar instrﬁments executed
by credit union members.

SECTION 16. 186.113 (24) of the statutes is created to read:

186.113 (24) FUNERAL TRUSTS. Accept deposits made by members for the

© 00 a9 O

purpose of funding burial agreements by trusts created pursuant to s. 445.125.

union assets

1. Notes.

@ @(’@@ With the prior approval of the office of credit unions and subject to ss. 186.31

18 and 186.41, purchase any of the followmg assets of another lender or seller:

4 > { Lam< w»é Mes 0‘?cra ,m

S]:]\CTION 18. 186.235 (7) (a) (intro.) of the statutes is amended to read:
186.235 (7) (a) (intro.) Employes of the office of credit unions and members of

{

H .

E 24 the review board shall keep secret all the facts and information obtained in the
)

{/ course Of examlnatlons exeept or contained in any report provided by a credit union

e,

(d> = Jm mwi fbtﬁ*\-ii*?‘is bfﬁ)r{L"ZkEﬁS . e,

- S : o 1] : s 4
\ e \} lﬂ\/(_{bf‘ﬂ\/\‘gf\w‘\%\js S :_.{—.?»"ﬁwé’*‘fé amglor §0 18 A B ;)

-
-

e o



W O < O U s W N e

= e e
N = O

1999 — 2000 Legislature —9- ot

BILL SECTION 18

other than any semiannual or quarterly financial report that is regularly filed with
the office of credit unions. This requirement does not apply in any of the following
situations:

SEcTION 19. 186.235 (7) (¢) of the statutes is created to read:

186.235 (7) (c¢) If any person mentioned in par. (a) discloses any information
about the private account or transactions of a credit union or any information
obtained in the course of an examination of a credit union, except as provided in pars.
(a) and (b), that person may be required to forfeit his or her office or position and may
be fined not less than $100 nor more than $1,000, or imprisoned for not less than 6
months nor more than 3 years, or both.

SECTION 20. 186.235 (7m) of the statutes is created to read:

186.235 (‘7m) RETURN OF EXAMINATION REPORTS. Examination reports possessed
by a credit union are confidential, remain the property of the office of credit unions

and shall be returned to the office of credit unions immediately upon request.

e a4,
s,
.

i,

SECTION 21. 186.235 (8) of the statutes is amended to read:
862 35.(8) RuLEes. The office of credit unions shall, with the appr® al of the

16

17 credit union review . Nory> lgate rules relai otie uiness of credit unions.

18 The rules shall include all of the folloRimg?_

19 a) A list of the assetsti8t a : y discount or sell unders. 186.113

21 s List of the assets that, with the prior approval of the office of creditunions
redit union m rchase under 2 ) wm_,_,mwj&&

23 SECTION 22. 186.235 (16) (a) of the statutes is renumbered 186.235 (16).

24 SEcTION 23. 186.235 (16) (b) of the statutes is repealed.

SECTION 24. 186.36 of the statutes is amended to read:
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186.36 Sale of insurance in credit unions. Any officer or employe of a credit
union, when acting as an agent for the sale of insurance on behalf of the credit union,
shall pay all commissions received from the sale of ereditlife-insurance-or-eredit
accident-and siekness insurance to the credit union.

SECTION 25. 186.41 (title) of the statutes is amended to read:

186.41 (title) Interstate acquisition acquisitions and merger mergers
of credit unions.

SECTION 26. 186.41 (1) (a) of the statutes is renumbered 186.41 (1) (bm) and
r;1mended to read:

186.41 (1) (bm) “In—state Wisconsin credit union” means a credit union having
its principal office located in ‘this state.

SECTION 27. 186.41 (1) (c) of the statutes is renumbered 186.41 (1) (am) and
amended to read:

186.41 (1) (am) “Regional Qut—of-state credit union” means a state or federal
credit union that-has its, the principal office of which is located in one-of theregional
states a state other than this state.

SECTION 28. 186.41 (1) (d) of the statutes is repealed.

SECTION 29. 186.41 (2) and (8) of the statutes are amended to read:

186.41(2) In_sTaTE WISCONSIN CREDIT UNION. (2) Anin-state A Wisconsin credit
union may do any of the following:

1. Acquire an interest in, or some or all of the assets and liabilities of, one or
more regional out—of—state credit unions.

2. Merge with one or more regional out—of—state credit unions.

(b) An-in-state A Wisconsin credit union proposing any action under par. (a)

shall provide the office of credit unions a copy of any original application seeking
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approval by a federal agency or by an agency of theregional another state and of any
supplemental n;aterial or amendments filed in connection with any application.

(8) REecional Qut—of-state CREDIT UNIONS. Except as provided in sub. (4), &
regional an out—of-—state credit union may do any of the following:

(a) Acquire an interest in, or some or all of the assets of, one or more in—state
Wisconsin credit unions.

(b) Merge with one or more in—state Wisconsin credit unions.

SEcCTION 80. 186.41 (4) (intro.), (a) to (d) and (f) of the statutes are amended to
read:

186.41 (4) LiMITATIONS. (intro.) -A-regienal An out—of-state credit union may
not take any action under sub. (3) until all of the following conditions have been met:

(a) The office of credit unic;ns finds that the statutes of the regional state in
which the regional out—of-state credit union has its principal office permit in—state
Wisconsin credit unions toboth acquire regional gut—of—state credit union assets and
merge with one or more regional out—of—state credit unions in theregional that state.

(b) The office of credit unions has not disapproved the acquisition of in—state
Wisconsin credit union assets or the merger with the in—state Wisconsin credit union
under sub. (5).

(c) The office of credit unions gives a class 3 notice, under ch. 985, in the official
state newspaper, of the application to take an action under sub. (3) and of the
opportunity for a hearing and, if at least 25 residents of this state petition for a
hearing within 30 days of the final notice or if the office of credit unions on its own
motion calls for a hearing within 80 days of the final notice, the office of credit unions
holds a public hearing on the application, except that a hearing is not required if the

office of credit unions finds that an emergency exists and that the proposed action
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BILL SEcTION 30
under sub. (3) is necessary and appropriate to prevent the probable failure of an
in—state a Wisconsin credit union that is closed or in danger of closing.

(d) The office of credit unions is provided a copy of any original application
seeking approval by a federal agency of the acquisition of in—state Wisconsin credit
union assets or of the merger with an-in—state a Wisconsin credit union and of any
supplemental material or amendments filed with the application.

(f) With regard to an acquisition of assets of an-in—state a Wisconsin credit
union that is chartered on or after May 9, 1986, the in—state Wisconsin credit union
has been in existence for at least 5 years before the date of acquisition.

SEcCTION 31. 186.41(5) (a), (b), (¢) and (cr) of the statutes are amended to read:

186.41 (5) (a) Considering the financial and managerial resources and future
prospects of the applicant and of the in—state Wisconsin credit union concerned, the
action would be contrary to the best interests of the members of the in—state
Wisconsin credit union.

(b) The action would be detrimental to the safety and soundness of the
applicant or of the in~state Wisconsin credit union concerned, or to a subsidiary or
affiliate of the applicant or of the in—state Wisconsin credit union.

(¢) Because the applicant, its executive officers or directors have not
established a record of sound performance, efficient management, financial
responsibility and integrity, the action would be contrary to the best interests of the
creditors, members or other customers of the applicant or of the in—state Wisconsin
credit union or contrary to the best interests of the public.

(cr) The applicant has failed to propose to provide adequate and appropriate

services of the type contemplated by the community reinvestment act of 1977 in the
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community in which the in—state Wisconsin credit union which the applicant
proposes to acquire or merge with is located.

SECTION 32, 186.41 (6) (a) of the statutes is renumbered 186.41 (6).

SEcCTION 33. 186.41 (6) (b) of the statutes is repealed.

SECTION 34. 186.41 (8) of the statutes is repealed.

SEcTION 85. 186.45 of the statutes is created to read:

186.45 Non-Wisconsin credit union, Wisconsin offices. (1) DEFINITIONS.
In this section:

(a) “Non—Wisconsin credit union” means a credit union organized under the
laws of and with its principal office located in a state other than this state.

(b) “Wisconsin credit union” has the meaning given in s. 186.41 (1) (bm).

(2) ArProVAL. A non—Wisconsin credit union may open an office and conduct
business as a credit union in this state if the office of credit unions finds that
Wisconsin credit unions are allowed to do business in the other state under
conditions similartothose contained in this section and that all of the following apply
to the non—Wisconsin credit union:

(a) It is a credit union organized under laws similar to the credit union laws of
this state.

(b) It is financially solvent based upon national board ratings.

(¢) It has member savings insured with federal share insurance.

(d) It is effectively examined and supervised by the credit union authorities of
the state in which it is organized.

(e) Tt has received approval from the credit union authorities of the state in

which it is organized.
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(f) It has a need to place an office in this state to adequately serve its members
in this state. -

(g) It meets all other relevant standards or qualifications established by the
office of credit unions.

(3) REQUIREMENTS. A non—Wisconsin credit union shall agree to do all of the
following:

(a) Grant loans at rates not in excess of the rates permitted for Wisconsin credit
unions.

(b) Comply with this state’s laws.

(c) Designate and maintain an agent for the service of process in this state.

(4) RECORDS. As a condition of a non—Wisconsin credit union doing business in
this state under this section, the office of credit unions may require copies of
examination reports and related correspondence regarding the non—Wisconsin
credit union.

SECTION 36. 186.80 of the statutes is created to read:

186.80 False statements. A person who knowingly publishes false reports or
makes false statements about a credit union may be fined not less than $1,000 nor
more than $5,000 or imprisoned for not less than one year nor more than 15 years

or both.
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Credit union investments

Under current law, a credit union may invest up to 1.5% of its total assets in
an organization that is organized primarily to provide goods and services to credit
unions, credit union organizations and credit union members (credit union service
organization). Under current law, a credit union may invest in a credit union service
organization that is a corporation. Current law also specifies the types of goods and
services that a credit union service organization may provide. These goods and
services include, among other things, credit card services, automated teller services,
financial planning and insurance sales. However, current law is ambiguous as to
whether the percentage limitation on a credit union’s investment in credit union
service organizations applies to the aggregate total of all credit union investments
in credit union service organizations or to a credit union’s investment in each
particular credit union service organization.

This bill expands the types of organiz!a;i'{:—s‘ in which a credit union may invest.
Under this bill, a credit unionfa credit unionjservice organization is any organization
that is organized to provide goods and services, in the ordinary course of business,
to credit unions, credit union organizations and credit union members. In addition,
under this bill, a credit union may invest in a credit union service organization that
is a corporation, limited partnership, limited liability company or any other entity
that is permitted under state law and that is approved by the office of credit unions.

This bill also provides that the office of credit unionfmay permit a credit union
to invest greater than 1.5% of credit union assets Tn a credit union service
organization. In addition, this bill clarifies that the limitation on a credit union’s
investment in credit union service organizations applies to the aggregate total of all
credit union investments in credit union service organizations.

This bill also expands the types of goods and services that a credit union service
organization may provide. Under this bill, the goods and services provided by a
credit union service organization may include electronic transaction services; the
management, development, sale or lease of fixed assets; the sale, lease or servicing
of computer hardware or software; securities brokerage services and travel agency
services.
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186.11 (4) (t1tle) INVESTMENT IN CREDIT UNION SERVICE CORPORATIONS

ORGANIZATIONS. (a) -A- Unlessithe office of credit unions approves a higher percentage,

a credit union may invest not more than 1.5% of its total assets in the capital shares

or obligations of -a- credit union service eerperation organizations th gj;“ m

o e

i€ e That ‘wt

goods and services, in the ordinary course of business, to credit unions, credit union

organizations and credit union members.

SECTION mﬁ‘ise.u (4) (b) (intro.) and 1. of the statutes are amended to
read:

186.11 (4) (b) (intro.) A credit union service eerperation organization under par.
(a) may provide goods and services including any of the following:

1. Credit union operations services, including service centers, credit and debit
card services, automated teller and remote terminal services, electronic transaction
services, accounting systems, data processing, management training and support,
payment item processing, record retention and storage, locator services, research,
debt collection, credit analysis and loan servicing, coin and currency services and
marketing and advertising services.

SEC’I‘[ON% 186.11 (4) (b) 6. and 7. of the statutes afe renumbered 186.11
(4) (b) 9. and 10.

SECTION -. 186.11 (4) (b) 6m., 7m. and 8. of the statutes are created to
read:

186.11 (4) (b) 6m. Management, development, sale or lease of fixed assets and
sale, lease or servicing of computer hardware or software.

7m. Securities brokerage services.
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1 - = 8. Travel agency services.

SEcCTION MSG.H (4) (¢) of the statutes is amended to read:

2
3 {;tuff L 186.11 (4) (c) A credit union service eorperation organization may be subject
AT Ve
\“"‘/ t it yyanrirtidm by the office of credit unions. )
. e VO LNYERTS e »
N, “SECTION 25U8pL. 186.1 of the statutes is amended to read: ’

apgroval of the office of credit unions, establish branch offices inside this-sjefe-orne
more-than 25 miles or outside of this state. Permanent records may J ajntained
at branch offjces established under this subsection. In this ction, the term
“branch office” ddgs not include a remote terminal, a li - services office or a
service center. :

SEcTION 2308pn. 186N13 (1m) (a) (intro.) of he statutes is amended to read:

186.113 (1m) (a) (intro.) Establish Befo I. he effective date of this paragraph

.... [revisor inserts datel, establish lim el ervices offices outside this state to serve

any member of the credit union if al] of the ollowing requirements are met:

SECTION 2308pp. 186.113, "3 (b) and (c) okthe statutes are amended to read:

17 186.113 (8) (b) Act as tpfistees or custodians of ember tax deferred retirement

18 funds, individual retiremlent accounts, medical savings®ccounts or other employe
19 benefit accounts or fdnds permitted by federal law to be depdxited in a credit union.
20 (¢) Act As a depository for member—deferred member qualified and

—t

nonqualifie¢/deferred compensation funds as permitted by federal Dag.

SE€TION 2308pr. 186.113 (24) of the statutes is created to read:

[ V]

86.113 (24) FUNERAL TRUSTS. Accept deposits made by members ¥or the

it rpose of funding burial agreements by trusts created pursuant to s. 445.125.

[T
fo st ‘”'5"@‘:’355 ) e

SECTION 2308pt. 186.113 (25) of the statutes is created to read:

186.113 (1) BRANCH OFFICES. If the need-and necessity exist-and with With th€




DRAFTER’S NOTE LRB-3533/2dn
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LEGISLATIVE REFERENCE BUREAU \}3\,‘3

Senator Erpenbach:

1. The attached redraft incorporates the following changes, all of which I have
previously discussed with your staff:

a. The addition of sections from the senate super amendment to the budget bill
relating to credit union service organizations. See treatments to s. 186.11] stats.

b. The deletion of language relating to a credit union’s authority to sell or dispose
of its assets. of

¢. The addition of certain finantcial assets to the list of assets that a c}'edit union may
purchase from another lender(offeller. See proposed s. 186.113 (25), stats.

d. The deletion of language requiring the office of crg&it unions to promulgate rules
and provide proposed rules to the legislature within@Enonths after the bill takes effect.

2. The addition of the sections relating to credit union seyvice organizations required
a change to the treatment of proposed s. 186.02 (2) (d) 2 in order to make this
draft consistent with the language proposed in the senate super amendment to the
budget bill. This section permits certain organizations and associations to become
members of credit unions. Please review this section and let me know if you have any
questions or suggested changes.

Robert J. Marchant

Legislative Attorney

Phone: (608) 261-4454

E-mail: Robert.Marchant@legis.state.wi.us
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LEGISLATIVE REFERENCE BUREAU

September 17, 1999

Senator Erpenbach:

1. The attached redraft incorporates the following changes, all of which I have
previously discussed with your staff:

a. The addition of sections from the senate super amendment to the budget bill
relating to credit union service organizations. See treatments to s. 186.11, stats.

b. The deletion of language relating to a credit union’s authority to sell or dispose
of its assets. ‘

c. Theaddition of certain financial assets to the list of assets that a credit union may
purchase from another lender or seller. See proposed s. 186.113 (25), stats.

d. The deletion of language requiring the office of credit unions to promulgate rules
and provide proposed rules to the legislature within six months after the bill takes
effect.

9. The addition of the sections relating to credit union service organizations required
a change to the treatment of proposed s. 186.02 (2) (d) 2. in order to make this draft
consistent with the language proposed in the senate super amendment to the budget
bill. This section permits certain organizations and associations to become members
of credit unions. Please review this section and let me know if you have any questions
or suggested changes. :

Robert J. Marchant

Legislative Attorney

Phone: (608) 261-4454

E-mail: Robert.Marchant@legis.state.wi.us
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AN ACT7% repeal 186.01 (8), 186.02 (2) (a) 3. and 4., 186.235 (16) (b), 186.41 (1)
(d), 186.41 (6) (b) and 186.41 (8); to renumber 186.11 (4) (b) 6. and 7., 186.235
(16) (a) and 186.41 (6) (a); to renumber and amend 186.02 (2) (d), 186.41 (1)
(a) and 186.41 (1) (c); to amend 93.01 (1m), 186.01 (2), 186.02 (2) (a) 1., 186.02
(2) (b) 2., 186.02 (2) (b) 3., 186.02 (2) (c), 186.11 (4) (title) and (a), 186.11 (4) (b)
(intro.) and 1., 186.11 (4) (¢), 186.113 (1), 186.113 (1m) (a) (intro.), 186.113 (6)
(b) and (c), 186.113 (7), 186.235 (7) () (intro.), 186.36, 186.41 (title), 186.41 (2)
and (3), 186.41 (4) (intro.), (2) to (d) and (f) and 186.41 (5) (a), (b), () and (cr);
and fo create 186.02 (2) (d) 2., 186.08 (1m) (h), 186.11 (4) (b) 6m., 7m. and 8.,
186.113 (24), 186.113 (25), 186.235 (7) (c), 186.235 (7m), 186.45 and 186.80 of

the statutes; relating to: credit union membership, powers and operation; the
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application of agriculture, trade and consumer protection statutes to credit

unions and providing a penalty.

Analysis by the Legislative Reference Bureau

This bill makes numerous changes to the chapter that governs the formation,
operation and regulation of credit unions in this state. These changes include the

following:

Credit union membership

Under current law, credit union membership m open to groups having a
common bond of occupation or association; residents within a well-defined
neighborhood, community or rural district; employes of related industries or
industries that operate within a well-defined neighborhood, community or rural
district; members of certain fraternal, labor, educational or other similar

) organizations and credit union employes. Furthermore, credit union membership
T regaiamr) open to the immediate family of all individuals who are qualified for

membership. Current law defines “members of the immediate family” as any
relative of a member or of a member’s spouse who is living with the member and as
the member’s spouse, parents, stepchildren and children. In addition, current law
permits a credit union to accept an organization or association as a member, if a
majority of the members of the organization or association are eligible for
membership.

This bill expands the pool of individuals, organizations and associations that
are eligible for membership in a credit union. Under this bill, credit union

membership gmsissise),open to individuals who reside or are employed in
neighborhoods, communities, rural districts or multicounty regions, unless the office
of credit unions determines that it is impractical for the particular credit union to

serve the area in which the individuals reside or are employed. Furthermore,

membership grstasopen to employes of industries that operate at least one facility
within a neighborhood or within an urban, suburban or rural community, the limits
of which are not determined by any arbitrary physical standard. This bill repealsthe
definition of “members of the immediate family” and requires the board of directors
of each credit union to establish a policy for determining which individuals qualify
as members of the immediate family for the purposes of determining membership
eligibility. In addition, this bill opens credit union membership to any organization -
or association that has a business location within any geographic limits of the credit
union’s field of membership, as well as any orgamzatlon or association that, in the
ordinary course of business, provides goods and services to credit unions, credit
union organizations or persons who are eligible for membership in the credit union.

This bill also permits a credit union to accept any organization or association as a
member, if a majority of the directors, owners or members of the organization or
association are eligible for membership.
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Credit union investments

Under current law, a credit union may invest up to 1.5% of its total assets in an
organization that is organized primarily to provide goods and services to credit
unions, credit union organizations and credit union members (credit union service
organization). Under current law, a credit union may invest in a credit union service
organization that is a corporation. Current law also specifies the types of goods and
services that a credit union service organization may provide. These goods and
services include, among other things, credit card services, automated teller services,
financial planning and insurance sales. However, current law is ambiguous as to
whether the percentage limitation on a credit union’s investment in credit union
service organizations applies to the aggregate total of all credit union investments
in credit union service organizations or to a credit union’s investment in each
particular credit union service organization.

This bill expands the types of organizations in which a credit union may invest.
Under this bill, a credit union service organization is any organization that is
organized to provide goods and services, in the ordinary course of business, to credit
unions, credit union organizations and credit union members. In addition, under
this bill, a credit union may invest in a credit union service organization that is a
corporation, limited partnership, limited liability company or any other entity that
is permitted under state law and that is approved by the office of credit unions.

This bill also provides that the office of credit unions may permit a credit union
to invest greater than 1.5% of credit union assets in a credit union service
organization. In addition, this bill clarifies that the limitation on a credit union’s
investment in credit union service organizations applies to the aggregate total of all
credit union investments in credit union service organizations.

This bill also expands the types of goods and services that a credit union service
organization may provide. Under this bill, the goods and services provided by a
credit union service organization may include electronic transaction services; the
management, development, sale or lease of fixed assets; the sale, lease or servicing
of computer hardware or software; securities brokerage services and travel agency
services.

Credit union powers

Currently, to the extent permitted by federal law, a credit union may act as
trustee of member tax deferred funds and as a depository for member—deferred
compensation funds. This bill expands this authority, allowing a credit union, to the
extent permitted by federal law, to act as a trustee or custodian of member tax
deferred retirement funds, individual retirement accounts, medical savings
accounts and other employe benefit accounts or funds. In addition, this bill allows
a credit union, to the extent permitted by federal law, to act as a depository for
member qualified and nonqualified deferred compensation funds.

Under current law, funds held in trust under a burial agreement (commonly
known as a funeral trust) must be deposited in a bank, savings bank, savings and
loan association or credit union. This bill clarifies that a credit union may accept
these deposits if the deposits are made by a credit union member.
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Currently, with certain exceptions, afcredit union may purchase, hold and
dispose of property as necessary for orfincidental to credit union operations.
However, although current law does permit{a credit union to make investments, with
certain exceptions, current law does not{ permit a credit union to purchase the
financial assets of another lender or seller. This bill specifies that a credit union, with
the approval of the office of credit unions, generally may purchase the following
financial assets of another lender or seller: loans, lines of credit, liens, security
interests, leases, conditional sales contracts and certain investments that a credit
union is permitted to make under current law.

Branch offices of Wisconsin credit unions

Under current law, if the need and necessity exist, a credit union may establish
branch offices within this state or no more than 25 miles outside of this state. In
addition, if certain conditions are met, a credit union may establish a limited service
office outside of this state to serve members of the credit union. A credit union
seeking to establish a branch office or limited service office must first obtain the
approval of the office of credit unions.

This bill expands the authority of a credit union to establish branch offices.
Under this bill, with the permission of the office of credit unions, a credit union may
establish branch offices anywhere inside or outside of this state. This bill repeals the
authority for a credit union to establish a limited service office, although a credit
union may continue to operate a limited service office that is in existence on the
effective date of this bill.

Branch offices of non-Wisconsin credit unions
QL o \\&{ urre oes not)permit a credit union organized under the laws of another
?Qé? ¢ state (non-Wisconsin credit union) to establish a branch office in this state. This b111 #

M o) a non—Wisconsin credit union #p@stab
office of credit unions finds that certain conditions apply to the non—Wisconsin credit
union. For example, the non—Wisconsin credit union must be organized under laws
similar to ch. 186, must be financially solvent and must have federal insurance for
member deposits. In addition, the office of credit unions must find that credit unions
organized under the laws of this state are allowed to do business under similar
conditions in the home state of the non—-Wisconsin credit union.
Interstate mergers and acquisitions of credit unions

Under current law regarding interstate mergers and acquisitions of credit
unions, a credit union organized in this state may only merge with, acquire or be
acquired by a state or federal credit union that has its principal office in Illinois,
Indiana, Iowa, Kentucky, Michigan, Minnesota, Missouri or Ohio. This bill repeals
this geographic limitation on mergers and acquisitions of credit unions and, thus,
expands the number of credit unions that are eligible to merge with, acquire or be
acquired by a credit union organized in this state.

Credit union reports

Current law contains several credit union reporting requirements and, with
certain exceptions, requires the office of credit unions to annually examine the
records and accounts of each credit union. The employes of the office of credit unions
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and members of the credit union review board must keep information obtained in the
course of examinations confidential, with limited exceptions. A violation of this
confidentiality requirement is subject to a forfeiture of up to $200.

This bill expands the confidentiality requirement to also include information
contained in certain reports that a credit union provides to the office of credit unions.
In addition, this bill specifies that, with certain exceptions, any employe of the office
of credit unions or member of the credit union review board who discloses any
information about the private account or transactions of a credit union or who
discloses any information obtained in the course of an examination is subject to a fine
of not less than $100 nor more than $1,000, imprisonment for not less than six
months nor more than three years or both and may be required to forfeit his or her

office or position. (A\
Definition of “credit union” 5%&”6»\*:)

This bill deletes the M currently contained in the definition of
“credit union”, that a credit union be incorporated to encourage thrift, create a source
of credit at a fair and reasonable cost and provide an opportunity for credit union
members to improve their economic and social conditions. Under this bill, “credit
union” means a cooperative, nonprofit corporation, incorporated under ch. 186.

Credit union bylaws

This bill reduces the information that a credit union must include in its bylaws.
Under this bill, a credit union is no longer required to include a provision describing
the credit union’s method for receipting money paid on accounts or a provision
describing the conditions on which accounts may be paid in, transferred and
withdrawn. Thus, this bill allows a credit union to alter its method of operation with
regard to these subjects without amending the credit union bylaws.

Other changes

Current law specifically requires any officer or employe of a credit union who
sells credit life insurance or credit accident or sickness insurance on behalf of the
credit union to pay to the credit union all commissions received from the sale. This
bill clarifies that an officer or employe of a credit union must pay to the credit union
all commissions received from the sale of any authorized insurance product sold on
behalf of the credit union. :

In addition, currently it is a Class A misdemeanor if a person, with intent to
defame, communicates a defamatory matter to a third person without the consent
of the person defamed. This bill creates a similar crime specific to credit unions.
Under this bill, any person who knowingly publishes false reports or makes false
statements about a credit union may be fined not less than $1,000 nor more than
$5,000, imprisoned for not less than one year nor more than 15 years, or both.

Under current law, credit unions are subject to the provisions of chs. 93 to 100
(agriculture, trade and consumer protection statutes) that apply to businesses
generally. Banks, savings banks and savings and loan associations are specifically
exempted from the definition of “business” that applies in the agriculture, trade and
consumer protection statutes. This bill specifically exempts credit unions from this -
definition, as well.
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For further information see the state fiscal estimate, whlch will be printed as
an appendix to this bill.

The people of the state of Wisconsin, represented in senate and assembly, do -
enact as follows:

SecTION 1. 93.01 (1m) of the statutes is amended to read:
93.01 (1m) “Business” includes any business, except that of banks, savings

banks, credit unions, savings and loan associations and insurance companies.

“Business” includes public utilities and telecommunications carriers to the extent
that their activities, beyond registration, notice and“reporting activities, are not
regulated by the public service commission and includes public utility and
telecommunications carrier methods of competition or trade and advertising
practices that are exempt from regulation by the public service commission under s.
196.195, 196.196, 196.202, 196.203, 196.219 or 196.499 or by other action of the
commission.

SECTION 2. 186.01 (2) of the statutes is amended to read:

186.01 (2) “Credit union” means a cooperative, nonprofit corporation,

incorporated under this chapter to-encourage-thrift-among its-members;-ereate-a

provided under ss. 186.41 (1) and 186.45 (1).

SECTION 3. 186.01 (8) of the statutes is repealed.
SECTION 4. 186.02 (2) (a) 1. of the statutes is amended to read:
186.02 (2) (a) 1. The conditions efresidenceoroceupation which gualifypersens

determine eligibility for membership.
SECTION 5. 186.02 (2) (a) 3. and 4. of the statutes are repealed.
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SECTION 6. 186.02 (2) (b) 2. of the statutes is amended to read:

186.02 (2) (b) 2. Re
Individuals that reside or are employed in neighborhoods, communities, rural
distriet districts or multicounty regions, unless the office of credit unions determines
that it is impractical for a particular credit union to serve the area in which the

individuals reside or are employed.
SECTION 7. 186.02 (2) (b) 3. of the statutes is amended to read:

186.02 (2) (b) 3. ‘Einployes of related er—wvicinal industries or employes of

industries that operate at least one facility within a neighborhood or urban,
suburban or rural community the limits of which are not determined by any

arbitrary physical standard.
SECTION 8. 186.02 (2) (¢) of the statutes is amended to read:

186.02 (2) (¢) Members of the immediate family of all qualified persons are
eligible for membership. In-this-paragraph; “members-of the-immediate-family?

SECTION 9. 186.02 (2) (d) of the statutes is renumbered 186.02 (2) (d) 1. and
amended to read:

186.02 (2) (d) 1. Organizations-andasseciations An organization or association
of individuals, the majority of whem the directors, owners or members of which are

eligible for membership, may be admitted to membership in the same manner and

under the same conditions as individuals.

SEcTION 10. 186.02 (2) (d) 2. of the statutes is created to read:
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BILL SEcTION 10
186.02 (2) (d) 2. An organization or association that has a business location
within any geographic limits of the credit union’s field of membership or an
organization or association that, in the ordinary course of business, provides goods
and services to credit unions, credit union organizations or persons who are eligible
for membership in the credit union may be admitted to membership.

SEcTION 11. 186.08 (1m) (h) of the statutes is created to read:

186.08 (1m) (h) Establishing a policy determining which individuals qualify
as members of the immediate family of a qualified person for the purpose of
determining eligibility for membership in the credit union under s. 186.02 (2) (c).

SECTION 12. 186.11 (4) (title) and (a) of the statutes are amended to read:

186.11 (4) (title) INVESTMENT IN CREDIT UNION SERVICE GORPORATIONS
ORGANIZATIONS. (a) A Unless the office of credit unions approves a higher percentage,
a credit union may invest not more than 1.5% of its total assets in the capital shares
or obligations of & credit union service eorperation organizations that satisfy all of
the following:

1. Are corporations, limited partnerships, limited liability companies or other
entities that are permitted under the laws of this state and that are approved by the
office of credit unions.

2. Are organized primarily to provide goods and services, in the ordinary course
of business, to credit unions, credit union organizations and credit union members.

SEcCTION 13. 186.11 (4) (b) (intro.) and 1. of the statutes are amended to read:

186.11 (4) (b) (intro.) A credit union service eorporation organization under par.
(2) may provide goods and services including any of the following:

1. Credit union operations services, including service centers, credit and debit

card services, automated teller and remote terminal services, electronic transaction
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services, accounting systems, data processing, management training and support,
payment item processing, record retention and storage, locator services, research,
debt collection, credit analysis and loan servicing, coin and currency services and
marketing and advertising services.

SECTION 14. 186.11 (4) (b) 6. and 7. of the statutes are renumbered 186.11 (4)
(b) 9. and 10.

SECTION 15. 186.11 (4) (b) 6m., 7m. and 8. of the statutes are created to read:

186.11 (4) (b) 6m. Management, development, sale or lease of fixed assets and
sale, lease or servicing of computer hardware or software.

7m. Securities brokerage services.

8. Travel agency services.

SECTION 16. 186.11 (4) (c) of the statutes is amended to read:

186.11 (4) (c) A credit union service eerporation organization may be subject
to audit by the office of credit unions.

SECTION 17. 186.113 (1) of the statutes is amended to read:

186.113 (1) BrRANCH OFFICES. Iftheneed and necessity exist and with With the
approval of the office of credit unions, establish branch offices inside this-state-orne
more-than 25miles or outside of this state. Permanent records may be maintained
at branch offices established under this subsection. In this subsection, the term
“branch office” does not include a remote terminal, a limited services office or a
service center.

SEcTION 18. 186.113 (1m) (a) (intro.) of the statutes is amended to read:

186.113 (1m) (a) (intro.) Establish Before the effective date of this
... [revisor inserts datel, establish limited services offices outside this state to serve

any member of the credit union if all of the following requirements are met:
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SEcTION 19. 186.113 (6) (b) and (c) of the statutes are amended to read:
186.113 (8) (b) Act as trustees or custodians of member tax deferred retirement

funds, individual retirement accounts, medical savings accounts or other employe
benefit accounts or funds permitted by federal law to be deposited in a credit union.

(¢) Act as a depository for member—deferred member qualified and
nonqualified deferred compensation funds as permitted by federal law.

SECTION 20. 186.113 (7) of the statutes is amended to read:

186.113 (7) CONDITIONAL SALES CONTRACTS. Purchase Notwithstanding sub.
(25), purchase or acquire conditional sales contracts or similar instruments executed
by credit union members.

. SEcTION 21. 186.113 (24) of the statutes is created to read:

186.113 (24) FUNERAL TRUSTS. Accept deposits made by members for the
purpose of funding burial agreements by trusts created pursuant to s. 445.125.

SECTION 22. 186.113 (25) of the statutes is created to read:

186.113 (25) PURCHASE OF CERTAIN ASSETS. With the prior approval of the office
of credit unions and subject to ss. 186.31 and 186.41, purchase any of the following -
assets of another lender or seller: |

(a) Loans and lines of credit.

(b) Liens and security interests.

(c) Leases.

(d) Conditional sales contracts.

(e) Investments, as permitted under s. 186.11.

SECTION 28. 186.235 (7) (a) (intro.) of the statutes is amended to read:

186.235 (7) (a) (intro.) Employes of the office of credit unions and members of

the review board shall keep secret all the facts and information obtained in the
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course of examinations, exeept or contained in any re rovid

other than any semiannual or quarterly financial report that ig regularly filed with
the office of credit unions. This requirement does not apply in any of the following

situations:

SECTION 24. 186.235 (7) (c) of the statutes is created to read:

186.235 (7) (¢) If any person meni;ioned in par. (a) discloses any information
about the private account or transactions of a credit union or any information
obtained in the course of an examination of a eredit union, except as provided in pars.
(a) and (b), that person may be required to forfeit his or her office or position and may
be fined not less than $100 nor more than $1,000, or imprisoned for not less than 6
months nor more than 3 years, or both.

SECTION 25. 186.235 (7m) of the statutes is created to read:

186.235 (7m) RETURN OF EXAMINATION REPORTS. Examination reports possessed
by a credit union are confidential, remain the property of the office of credit unions
and shall be returned to the office of credit unions immediately upon request.

SECTION 26. 186.235 (18) (a) of the statutes is renumbered 186.235 (16).

SECTION 27. 186.235 (16) (b) of the statutes is repealed.

SECTION 28. 186.36 of the statutes is amended to read:

186.36 Sale of insurance in credit unions. Any officer or employe of a credit
union, when acting as an agent for the sale of insurance on behalf of the credit union,
shall pay all commissions received from the sale of eredit-life-insurance-or-eredit
accident-and sickness insurance to the credit union.

SECTION 29. 186.41 (title) of the statutes is amended to read:

186.41 (title) Interstate aegquisition acquisitions and merger mergers

of credit unions.
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SEcTION 30. 186.41 (1) (a) of the statutes is renumbered 186.41 (1) (bm) and
amended to read:

186.41 (1) (bm) “In-state Wisconsin credit union” means a credit union having
its principal office located in this state.

SEcTION 31. 186.41 (1) (c) of the statutes is renumbered 186.41 (1) (am) and
amended to read:

186.41 (1) (am) “Regional Qut—of-state credit union” means a state or federal
credit union that-hasits the principal office of which is located in one-oftheregional
states a state other than this state.

SECTION 32. 186.41 (1) (d) of the statutes is repealed.

SECTION 33. 186.41 (2) and (3) of the statutes are amended to read:

186.41 (2) In-sTaTe WISCONSIN CREDIT UNION. (a) Anin—state A Wisconsin credit
union may do any of the following:

1. Acquire an interest in, or some or all of the assets and liabilities of, one or
more regional out—of-state credit unions.

2. Merge with one or more regional out—of-state credit unions.

(b) An-in-state A Wisconsin credit union proposing any action under par. (a)
shall provide the office of credit unions a copy of any original application seeking
approval by a federal agency or by an agency of theregional another state and of any
supplemental material 0£ gmendments filed in connection with any application.

@3) RE@QN&M CREDIT UNIONS. Except as provided in sub. (4), &
regional an out—of-state credit union may do any of the following:

(a) Acquire an interest in, or some or all of the assets of, one or more in—state
Wisconsin credit unions.

(b) Merge with one or more in—state Wisconsin credit unions.
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SECTION 84. 186.41 (4) (intro.), (a) to (d) and (f) of the statutes are amended to
read:

186.41 (4) LimiTaTIONS. (intro.) -A-regienal An out—of-state credit union may
not take any action under sub. (3) until all of the following conditions have been met:

(a) The office of credit unions finds that the statutes of the regional state in
which the regional out—of—state credit union has its principal office permit in—state
Wisconsin credit unions to both acquire regienal out—of-state credit union assets and
merge with one or more regional out—of—state credit unions in the regional that state.

(b) The_ office of credit unions has not disapproved the acquisition of in—state
Wisconsin credit union assets or the merger with the in—state Wisconsin credit union
under sub. (5).

(¢) The office of credit unions gives a class 8 notice, under ch. 985, in the official
state newspaper, of the application to take an action under sub. (3) and of the
opportunity for a hearing and, if at least 25 residents of this state petition for a
hearing within 30 days of the final notice or if the office of credit unions on its own
motion calls for a hearing within 30 days of the final notice, the office of credit unions
holds a public hearing on the application, except that a hearing is not required if the
office of credit unions finds that an emergency exists and that the proposed action
under sub. (3) is necessary and appropriate to prevent the probable failure of an
in—state a Wisconsin credit union that is closed or in danger of closing.

(d) The office of credit unions is provided a copy of any original application
seeking approval by a federal agency of the acquisition of in—state Wisconsin credit
union assets or of the merger with an-in—state a Wisconsin credit union and of any

supplemental material or amendments filed with the application.
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(f) With regard to an acquisition of assets of an-in—state a Wisconsin credit
union that is chartered on or after May 9, 1986, the in—state Wisconsin eredit union

has been in existence for at least 5 years before the date of acquisition.
- SEcTION 35. 186.41(5) (a), (b), (¢) and (cr) of the statutes are amended to read:

186.41 (5) (a) Considering the financial and managerial resources and future
prospects of the applicant and of the in—state Wisconsin credit union concerned, the
action would be contrary to the best interests of the members of the in—state
Wisconsin credit union. ’

(b) The action would be detrimental to the safety and soundness of the
applicant or of the in—state Wisconsin credit union concerned, or to a subsidiary or
affiliate of the applicant or of the in—state Wisconsin credit union.

(¢) Because the applicant, its executive officers or directors have not
established a record of sound performance, efficient management, financial
responsibility and integrity, the action would be contrary to the best interests of the
creditors, members or other customers of the applfcant or of the in—state Wisconsin
credit union or contrary to the best interests of the public.

(cr) The applicant has failed to propose to provide adequate and appropriate
services of the type contemplated by the community reinvestment act of 1977 in the
community in which the in-state Wisconsin credit union which the applicant
proposes to acquire or merge with is located.

SECTION 36. 186.41 (6) (a) of the statutes is renumbered 186.41 (6)

SEcTION 37. 186.41 (6) (b) of the statutes is repealed.

SECTION 38. 186.41 (8) of the statutes is repealed.

SEcTION 39. 186.45 of the statutes is created to read:
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186.45 Non-Wisconsin credit union, Wisconsin offices. (1) DEFINITIONS.
In this section:

(a) “Non—Wisconsin credit union” means a credit union organized under the
laws of and with its principal office located in a state other than this state.

(b) “Wisconsin credit union” has the meaning given in s. 186.41 (1) (bm).

(2) ApPROVAL. A non-Wisconsin credit union may open an office and conduct
business as a credit union in this state if the office of credit unions finds that
Wisconsin credit unions are allowed to do business in the other state under
conditions similartothose contained in this section and that all of the following apply
to the non-Wisconsin credit union:

(a) It is a credit union organized under laws similar to the credit union laws of
this state.

(b) It is financially solvent based upon national board ratings.

(¢) It has member savings insured with federal share insurance.

(d) It is effectively examined and supervised by the credit union authorities of
the state in which it is organized.

(e) It has received approval from the credit union authorities of the state in
which it is organized.

(f) It has a need to place an office in this state to adequately serve its members
in this state.

(g) It meets all other relevant standards or qualifications established by the
office of credit unions.

(3) REQUIREMENTS. A hon—Wisconsin credit union shall agree to do all of the

following:
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(a) Grant loans at rates not in excess of the rates permitted for Wisconsin credit
unions. |

(b) Comply with this state’s laws.

(c) Designate and maintain an agent for the service of process in this state.

(4) ReECORDS. As a condition of a non—-Wisconsin credit union doing business in
this state under this section, the office of credit unions may require copies of
examination reports and related correspondence regarding the non-Wisconsin
credit union.

SECTION 40. 186.80 of the statutes is created to read:

186.80 False statements. A person who knowingly publishes false reports or
makes false statements about a credit union may be fined not less than $1,000 nor
more than $5,000 or imprisoned for not less than one year nor more than 15 years
or both.

(END)
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